WASHINGTON REPOR 


AN AUTHORITATIVE STUDY 


The Forty-Eight 


State School Systems 


‘This widely acclaimed book is a comprehensive presentation of the 
organization, administration and financing of public elementary and 
secondary education in the states. 

The study was authorized by the Governors’ Conference and made 
by the Council of State Governments. A professional research staff 
devoted months to assembling the facts. These were supplied by the 
governors of the states with the assistance of the state departments of 
education. 

In TEXT, TABLES AND CHARTS, here are assembled funda- 
mental data on state boards, departments and officers of education; local school 
administrative units; teacher education, recruitment, salaries and welfare; school 
plants, transportation, textbooks, supplies; financial support, including sources, equal- 


ization and needs. Conclusions are presented on means to school progress. 


256 Pages Cloth bound $4.00 


Order from 


THE COUNCIL OF STATE GOVERNMENTS: 


1313 EAST 60TH STREET 


CHICAGO 37, ILLINOIS 


Tele 
nessé 
tests 
area 
the 
pup! 
bega 
direc 
wide 
both 


Cali 
asset 
This 
the 

curr 


Indi 
rank 
You 
crea 
Affa 
deal 
Indi 
Indi 
sent 
Mor 
Ore 
and 
con! 
one 
wou 
lem: 
stat 
fede 
Am 


Un 
Che 
mit! 
com 
bro 
cate 
dea 
ber: 
and 
ber: 
the 
met 
fore 
per 
pen 
moi 
195 
the 


| 
| 
i 
| 


JNOIS 


Among the States 


Television for Education.—Television may be har- 
nessed for educational purposes in Massachusetts if 
tests now under way are successful. The Massachusetts 
Department of Education and Boston University are 
presenting twice a week in eleven schools of the Boston 
area a twenty-minute television program to be viewed in 
the classroom and a twenty-minute show to be seen at 
upils’ homes after school hours. The trial programs 
began April 10, to continue for twelve weeks. Educators 
directing the study believe that television will provide 
wider distribution for high quality educational films 
both in the classroom and in the family living room. 


California’s Budget.—For fiscal 1950-51 the California 
assembly authorized total expenditures of $973,497,549.- 
This figure represents a reduction of $107,502,451 from 
the $1,081,000,000 in appropriations provided for the 
current fiscal period. 


Indian Council Established.—A conference of high 
ranking officials from ten states, called by Governor 
Youngdah! of Minnesota at Minneapolis recently, has 
created “The Governors’ Interstate Council on Indian 
Affairs.” Purpose is to develop a long-range program for 
dealing with pressing social and economic problems of 
Indians. Governors of fourteen states with substantial 
Indian populations were to be invited to appoint repre- 
sentatives: Arizona, California, Idaho, Minnesota, 
Montana. New Mexico, North Dakota, Oklahoma, 
Oregon, South Dakota, Texas, Utah, Washington, 
and Wisconsin. Under the resolution adopted by the 
conference, each governor would appoint two persons, 
one of them an Indian. Among the council’s functioas 
would be to consider the various aspects of Indian prob- 
lems, act jointly on items of common interest, exchange 
state information, and cooperate with Congress and 
federal and local government agencies interested in the 
American Indian. 


Unemployment Compensation Study. — Governor 
Chester Bowles of Connecticut has appointed a com- 
mittee of six citizens to review the state’s unemployment 
compensation law and make recommendations for a 
broadened program. He invited recommendations of two 
categories: proposals for legislation and proposals for 
dealing with problems that cannot be met by law. Mem- 
bers of university faculties, authorities on welfare work, 
and an insurance company actuary are committee mem- 
bers. A report recently completed for the governor by 
the State Labor Department on Connecticut unemploy- 
ment and unemployment compensation was placed be- 
lore the committee. It included the finding that of 50,000 
persons who exhausted their twenty-six weeks of com- 
pensation benefits last year without finding employment, 
more than 19,000 remained without work or benefits in 
1950. Of these, 4,000 were the principal wage earners for 
their households. 


Kentucky Education.—Governor Earle C. Clements has 
signed ten laws enacted by the 1950 legislature to help 
the common schools and the teacher-retirement system. 
One measure raises the common school appropriation to 
$24.5 million for each of the next two years as compared 
with $21.5 million this year, Retirement provisions in- 
clude authorization of retirement benefits before the age 
of 60—the previous minimum—for teachers with thirty 
years’ service; disability pensions to disabled teachers 
who retire with twenty years’ service, which eliminates 
the previous requirement that they be 50 before receiv- 
ing such benefits; and an increase from the present $300 
to $480 in minimum annual payments to retired teachers 
with thirty or more years of service. 


Idaho Highway Department.—The Idaho legislature 
in its special session enacted two bills which altered con- 
siderably the structure of the highway organization. The 
office of commissioner of public works was abolished, and 
its functions were divided. The legislature created a full- 
fledged highway department with a commissioner’ of 
highways, a six-man advisory board, and an additional 
highway district. The duties of the commissioner of 
public works relating to supervision and maintenance of 
buildings were transferred to the state land board. 


Colorado Toll Road.—By a 5 to 2 decision the Colo- 
rado Supreme Court has cleared the way for a Denver- 
Boulder toll road which is expected to be constructed 
at a cost of approximately $5.6 million. The court held 
that the legislation authorizing it was legal and valid 
approval and that, in committing the state to underwrite 
go per cent of the cost, the measure does not create a 
general obligation debt and therefore does not violate 


.the Colorado constitution. The road is to be a four-lane, 


limited access highway. The state’s obligation to pay up 
to go per cent of the cost will apply if revenues from the 
turnpike prove to be insufficient. 


Psychiatric Treatment.—Among bills recently passed 
by the New York legislature was one to permit indeter- 
minate sentences of from one day to life for serious sex 
offenders and to provide for psychiatric treatment of sex 
criminals. The legislation was based on findings of a 
committee under the supervision of the Commissioners 
of Correction and Mental Hygiene. The committee rec- 
ommended that the Department of Corrections, the De- 
partment of Mental Hygiene, and the Board of Parole 
give each case prompt, intensive study and therapy. 
Rehabilitation of patients when possible is a_ basic 
objective. 
California Mental Hygiene.—As part of an expansion 


of California mental hygiene clinics during fiscal 1949, 
the State Department of Mental Hygiene reports, clinics 
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were established in Berkeley, Fresno, and Sacramento. 
These are in addition to those which already were in 
existence in Los Angeles, San Diego, and San Francisco. 
More important than the increased number of clinics, 
however, the department reported, was the fact that 
clinical services were made available over larger areas of 
California. Pointing to continued inadequacy of facili- 
ties, the department said the problem could be solved 
only through coordination of private, state, and local 
psychiatric facilities and personnel; an increased number 
of psychiatrists in private practice; and establishment 
of additional mental hygiene clinics under state or local 
jurisdiction. 


New Mexico Finance.—The Bureau of Business Re- 
search of the University of New Mexico recently pub- 
lished a study of the state’s fiscal system, “Patterns of 
New Mexico State Finance.” One standard of compari- 
son used is the fiscal pattern of all state governments 
taken together, so as to produce an “average” state. The 
report indicates that although New Mexico relies more 
heavily on sales taxes for its revenues than the average 


state, it makes considerably less use of personal ang 
corporate income taxation. 

Although state taxes take a higher proportion of the 
New Mexico citizen’s income than the average, a cop. 
siderably lighter local tax load compensates for this. The 
over-all burden of state and local finance in terms of 
taxation and expenditures is somewhat less than the 
average. 

The report contains a number of recommendations 
for improvement, including establishment of a profes. 
sionally staffed budget bureau. 


Connecticut Tax Decision.—The United States Coy 
of Appeals recently ruled in New York that a state may 
tax the net income of a corporation engaged in inter. 
state commerce. The decision, by a two-to-one majority 
of the court, specifically upheld the power of Connecti. 
cut to tax the net income from business within the State 
of a freight-hauling company of St. Louis, Missouri, 
Earlier the United States District Court of Connectiqy 
had declared the company not liable for the Connecticut 
corporation business tax, and had issued an injunction, 


Special Research Assignments.—State legislatures in 
1949 assigned a total of 323 research studies to special, 
interim committees and authorized appropriations of 
$5,616,686 for them, reports to the Council of State Gov- 
ernments show. In the second column is a state-by-state 
listing of numbers of assignments and amounts of appro- 
priations. They are exclusive of those for legislative coun- 
cils and permanent research agencies or committees. It 
also should be noted that various states for which no 
appropriations are shown authorized reimbursement to 
committee members on a per diem or other basis for 
expenses incurred. 

Legislative council budgets for the fiscal year 1949-50 
are as follows: 


Agency Budget 
Alabama Legislative Council $37,500 
Arkansas Legislative Council {1,000 
Connecticut Legislative Council 26,438 
Florida Legislative Reference Bureau 50,000 
Illinois Legislative Council 45,085 
Indiana Legislative Bureau 37,250 
Kansas Legislative Council Q5.500 
Kentucky Legislative Research Commission 75,000 
Maine Legislative Research Committee 20,094 
Maryland Legislative Council 40,000 
Minnesota Legislative Research Committee 37,500 
Missouri Committee on Legislative Research 95,000 
Nebraska Legislative Council 35,000 
Nevada Legislative Counsel Bureau 17,280 
North Dakota Legislative Research Committee. . 20,000 
Oklahoma Legislative Council 25,000 


Pennsylvania Joint State Government 


Commission 125,000 


South Carolina Legislative Council 45,000 
Texas Legislative Council 55,000 
Utah Legislative Council (1950-51) 17,500 
Virginia Division of Statutory Research and 

Drafting 15,000 
Wisconsin Legislative Council 30,000 


No. of Total A ppro- 
State Assignments priation 

Alabama 1 $ none 
Arizona 1 25,000 
California 68 1,387,400 
Colorado 5 2,500 
Connecticut 3 50,000 
Delaware 2 75,000 
Florida 7 none 
Georgia 7 none 
Idaho 5 82,500 
Illinois 10 267,000 
Indiana none 
Iowa 2 60,000 
Maine 2 35,000 
Maryland 9 none 
Massachusetts 34 640,500 
Michigan 24 5,000 
Minnesota 7 63,500 
Montana 1 none 
New Hampshire 10 16,500 
New Jersey 7 15,000 
New York 39 2,282,286 
North Carolina 4 none 
North Dakota 1 20,000 
Ohio 5 150,000 
Oklahoma 3 7.500 
Oregon 13 75.500 
Rhode Island 10 18,000 
South Carolina 11 18,000 
Tennessee 6 25,000 
Texas 6 135,000 
Vermont 7 27,000 
Washington 3 103,000 
West Virginia 2 10,000 
Wisconsin ......... 2 4,500 
2 16,000 

323 $5,616,686 
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State Planning and Development— 


What They Are and What They Serve 


By F. A. Pirkin 


Executive Director, Pennsylvania State Planning Board 


This is the second of two articles by Mr. Pitkin, President of the 
Association of State Planning and Development Agencies, about the growth, 
functions, and future potentialities of an important branch of state government. 


IPLING said that there are six and ninety ways 
of constructing tribal lays. There are eight 
and forty ways of carrying on state planning 

and development, or fifty-one if you include the 
territories, or sixty-one if you include Canadian 
provinces, all of which work closely with us in the 
Association of State Planning and Development 
Agencies. 

You can find some unusual duties assigned to 
planning and development agencies. Enforcement 
of state fair trade laws is the responsibility of the 
Minnesota Department of Business Research and 
Development. Operation of the state museum comes 
under the Missouri Division of Resources and De- 
velopment. The Indiana Economic Council admin- 
isters the displaced persons program. The Colorado 
Bluebook is prepared and published by the Colo- 
rado State Planning Commission. Encouragement 
of immigration is the duty of the Ontario Depart- 
ment of Planning and Development. 

Kipling finished his statement on the construction 
of tribal lays by saying that every single method was 
right. I don’t believe that we can go quite so far 
with our fifty-one or sixty-one schemes for state 
planning and development. But we would be mis- 
taken if we said that there was one, and only one, 
way to organize and administer the two functions 
of state planning and state development. 

In some fields of public administration, there are 
advantages to be gained in uniformity among the 
states, and we know enough about the subject to 
write a top-notch model law. But at present, I can 
see no particular advantage in a stereotyped form 
of planning and development agency. What is more, 
I am certain that we do not yet know enough about 
the possible fields of usefulness of such agencies to 
write a perfect statute. Our states are different— 
physically, economically, and politically. 

For example, take what is currently the top eco- 
nomic objective of New England: the establishment 
of a New England integrated steel mill. The prob- 
lem is taking a great share of the time, energy, and 
intelligence of the planning and development agen- 
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cies of that region. New England feels that it is im. 
portant, in view of the United States Supreme Court 
basing point decision, to have a local supply of steel, 
Quite obviously, we in Pennsylvania also are vitally 
interested in steel manufacture, but from a different 
viewpoint. 

Or take housing. In 1949, the Pennsylvania Gen- 
eral Assembly assigned the administration of the state 
housing and urban redevelopment program to the 
State Planning Board. In Pennsylvania, an indus. 
trial state with more than ten and a half million 
population and with two-thirds of her citizens liv- 
ing in cities, the housing and redevelopment prob- 
lems are of great importance. On the other hand, 
the administration of such a housing program is not 
one of the functions of the New Mexico Economic 
Development Commission. And when you consider 
that New Mexico has only about one-twentieth of 
the population that we have in Pennsylvania, that it 
is not in its major activities an industrial state, and 
that only one-third of its citizens are urbanites, you 
can see why its planning and development emphasis 
will differ from ours. 

However, aside from the occasional odd function 
that lands in the hands of the planning and devel- 
opment agency because there doesn’t seem to be any 
other place to put it, the responsibilities are evolv- 
ing along three broad lines. I would divide these 
roughly into state planning, state economic develop- 
ment, and local assistance programs. 


Sarai planning is the function most easily under- 
stood. It is also one of the most frequently misun- 
derstood functions when it is first proposed. A cus- 
tomary state planning duty is the review of all state 
construction projects. When such a review is pro 
posed, it is not unusual to hear a loud wail from all 
state departments whose projects would get plan- 
ning board scrutiny. The planners are accused of 
trying to set themselves up as a super-agency, of try- 
ing to usurp legislative powers, of trying to steal 
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State Planning and Development 


wer from the operating departments and dictate 
the direction of their development. The contrary is 
the truth. The planning function is an advisory 
function. Planning is most effective when it does 
not include life-and-death powers over the actions 
of other departments. 

As an illustration of this review function, I can 
cite the following incident. A southern state plan- 
ning agency not so long ago took over the review 
of state construction projects. The operating de- 
partments were not happy over the prospect, but 
since it was set up in the state statute, and since 
compliance with the statute had been ordered by 
the governor, all projects started to clear through 
the state planning board. To the surprise of the 
several departments, projects cleared through the 
planning board regularly without question. Then, 
one day, the Department of Forests was notified that 
the Planning Board could not approve one of their 
proposals for a fire tower. The reason? The pro- 
posed tower would lie directly athwart the center- 
line of a proposed highway relocation. 

It was a simple thing to check, and it was a simple 
thing to correct. But if there had been no planning 
board review of the project, the state would have 
been out several thousand dollars, because the fire 
tower was scheduled for immediate construction 
and the highway for a year or two in the future. 

This is a very simple instance of something we 
all know. What is everybody’s business is nobody's 
business. It is the duty of every state department to 
see that its operations do not interfere with any 
other department. The bitter truth is that such in- 
terference continues until a specific agency is given 
the responsibility for coordination. 

It is natural and healthy for state departments 
to be aggressive in promoting their own programs. 
That doesn’t ease the job for legislators and gov- 
ernors who have to pass on the proper distribution 
of state funds. In the 1949 session of the Maryland 
legislature, state. institutions and state departments 
requested capital improvements, all labeled “ur- 
gent,” in the amount of $104 million. For the past 
several years, the Maryland State Planning Com- 
mission has prepared a capital improvement pro- 
gram. The projects went before the commission for 
review. Out of the commission came a program for 
$31 million in projects. The remainder of the con- 
struction was set aside to come up again for further 
annual review. The commission recommendations 
were not mandatory. But, as in the past, the ad- 
ministration and the legislature followed the com- 
mission’s report closely in their appropriations. 
They had confidence in the impartial viewpoint of 
the commission and in the technical qualifications 
of the state planning staff. 

I don’t want to give the impression that state 
planning is simply the review of projects. It is 
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merely illustrative of the processes of state plan- 
ning. An agency which acts only in an advisory 
capacity, and which has no axes to grind, is proving 
to be the best organization to take an unbiased, 
over-all view of state problems. The areas in which 
state planning boards are proving themselves in- 
clude water conservation, soil conservation, airport 
planning, hospital planning, housing, transporta- 
tion planning, mapping, and so on. 


"Te second broad group of responsibilities lies in 
economic and industrial development. In this there 
are nearly as many different approaches as there 
are states. 

By far the most frequent method used to encour- 
age economic development is advertising. In some 
states it is the only public activity of the state gov- 
ernment in the direction of economic development. 
The annual bill for state advertising is over $2 
million. About half of this is spent for recreational 
advertising, slightly more than one-fourth for agri- 
cultural advertising, and slightly less than one- 
fourth for industrial advertising. Recently, the 
budget for industrial advertising has gone up faster 
than that for the two other types. 

Some state advertising has yielded remarkable re- 
sults. This is particularly true as to agricultural 
products. The most severe critic of advertising must 
admit that it has been effective in promoting Flor- 
ida oranges, Maine lobsters, Idaho potatoes, and 
Washington apples. Because of the widespread and 
increasing use of these particular products, the re- 
spective states have furthered their own economic 
development. There is also convincing evidence 
that the tourist industry has been helped by state 
advertising. 

The value of industrial advertising is debatable. 
In Pennsylvania we feel that our industrial adver- 
tising campaign has had positive results. But we do 
not fool ourselves into believing that we can substi- 
tute advertising for the raw material and market 
and labor needs of a prospective industrialist; nor 
can it make up for any lack of courteous, intelligent 
assistance on his plant location problem. 

I have expanded slightly in my mention of adver- 
tising, not because I believe it to be the best meth- 
od of economic development, but because it is the 
one most frequently connected with state develop- 
ment agencies, and it is probably the one best 
financed at present. Advertising also has encouraged 
states to clean their own houses, to make good the 
claims that they feature in their advertising. 

At a recent meeting of the Southern Association 
of State Planning and Development Agencies, Rob- 
ert Nelson, Director of the Virginia Travel Council, 
said that “the harm done by one dirty lavatory or 
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one bad meal or one discourteous filling station at- 
tendant, can undo forever the good effects of $1,000 
worth of advertising.”” The same principle holds 
true in any kind of advertising, recreational, agri- 
cultural, or industrial. Planning and development 
agencies recognize this. So now we find them eyeing 
tourist facilities and asking that they be inspected 
and improved. We find them looking over agricul- 
tural products and encouraging state grading laws. 
We see them running credit investigations on in- 
dustrialists who would like to come into the state. 


, question that the state development 
agencies have asked is: What does it profit the state 
to bring in one outside industry if at the same time 
two existing state businesses go under? And so the 
planning and development agencies are giving 
thought to internal industrial expansion and to aid- 
ing existing firms with their problems. In Vermont 
there is a State Bureau of Industrial Research. 
Michigan State College runs an extension service for 
tourist and resort operators. Minnesota holds re- 
gional schools to train resorters in accounting and 
business methods. Virginia, Arkansas, and Tennes- 
see have short courses to teach courtesy. 

All planning and development agencies are loyal 
to their states. The ones that are going to do the 
best job, however, are the ones whose loyalty is 
with open eyes, not blind. Successful economic de- 
velopment and successful state planning can only 
be achieved if the developers and planners are 
plentifully supplied with information about their 
states. 

The Pennsylvania State Planning Board finished 
its first complete study of the Commonwealth in 
1934, and published it in a seven hundred page 
report to Governor Pinchot. Since then, of course, 
we have added a great deal to our knowledge of 
Pennsylvania, but the original report is still a basic 
document. Similar studies were made in many states 
during the National Resources Planning Board era. 
I feel that it is one of the greatest faults in some of 
our newer agencies that they have not taken ad- 
vantage of the work already done in developing 
basic facts or have not gone on to get more and 
newer information. I am willing to make the flat 
prediction that agencies trying to plan and develop 
their states without such knowledge will not be with 
us long. It doesn’t make sense to try development 
if you don’t know thoroughly what you are devel- 
oping. You must know your state’s possibilities and 
its limitations, as well as its undeveloped opportuni- 
ties. 

If you make even the briefest examination of the 
economic problems of a state you inevitably will 
run into the problem of finance—equity capital, 


funds for construction, funds for expansion, work. 
ing capital. And it is here that you will probably 
find the most widely differing views, and probably 
the most heat. It is known that there are some seri. 
ous gaps in our traditional sources of financing local 

industrial development. But how, or even whether, | 
to close these gaps is the question. Nevertheless, | 
states are taking some positive steps toward solving 
the problem. One of the most recent is the creation 
by the state of Maine of a Development Credit 


Corporation. Other methods include Mississippi's 
borrowing plan, which lets cities put up factory 
buildings; Puerto Rico’s Industrial Development 
Company, with its extraordinarily broad financing 
powers; Louisiana’s tax exemption laws; Missouri's | 
close cooperation with industrial development cor- 
porations; Minnesota’s work in bringing inventors 
manufacturers, and financiers together. 

It is hard to say what the eventual organization 
for solving the financing problem is to be. Probably 
there will always be several types of agencies and 
several methods. But the trend is for the state to 
take a more direct and positive part in this phase 


’ 


of economic development. Anyone who has followed | 


the discussions regarding the hoped-for New Eng. 
land steel mill will be convinced of the truth of this, 


Se final group of planning and development ac. 
tivities are those directed towards assisting local gov- 
ernments with the planning and development prob- 
lems that those governments face. Generally stated, 
the state agencies help the local agencies to meet 
and solve their own planning and development 
problems. The assistance is given to city and county 
planning commissions, to industrial development 
corporations, to Chambers of Commerce, and to 
citizens organizations. We in Pennsylvania have 
been helping local communities with their planning 
problems for fifteen years. We believe that we have 
given a great deal of very valuable assistance to the 
local governments. I believe that it is particularly 
significant that the planning-development agencies 
that have had the longest life, with the least violent 
changes, are the ones that have given a good share 
of their time and money to local programs. Al- 
though there are only one or two state agencies that 
have operated in this field as long as we have in 
Pennsylvania, I think it is equally significant to see 
the list of states now definitely engaged in the work: 
Alabama, Arkansas, Connecticut, Florida, Indiana, 
Louisiana, Maryland, Massachusetts, Michigan, 
Minnesota, Missouri, Mississippi, New Hampshire, 
New Jersey, New York, Pennsylvania, Puerto Rico, 
South Carolina, ‘Tennessee, Vermont, Virginia, and 
Wisconsin. 

(Concluded on 
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Cooperating for Forest Fire Protection 


By Perry H. MERRILL 


State Forester of Vermont and Chairman, Northeastern Interstate 
Forest Fire Protection Commission 


weeks in October without rain, caused a seri- 

ous situation in New England. Everything— 
grass, trees, buildings—was tinder dry. A few people 
were careless. Small fires were started. In places they 
were not suppressed. They smouldered for several 
days until winds of gale proportion fanned the em- 
bers into uncontrolled flames. Without plans and 
organization, it was too late. One swath nearly ten 
miles wide and forty miles long, from New Hamp- 
shire to the Maine coast, was laid waste by fire. 

This serious fire had burned not only timber but 
homes, churches, farm buildings, telephone poles— 
in fact, everything combustible in its path. 

The Governor of Maine, citizens of Maine and 
other states promptly sought better forest fire pro- 
tection. Through the New England Governors’ con- 
ference a meeting of public officials was called in 
Boston to work out a plan of New England-wide 
forest fire protection in case of an emergency. 

In the discussions and studies that accompanied 
this effort, several objectives and several difficulties 
became apparent. The primary objective was to as- 
sure the possibility that a state facing threat of a 
serious forest fire could be aided by the forest fight- 
ing personnel of a neighboring state. Essentially 
this meant aid in terms of equipment and skilled 
personnel rather than in terms of a number of vol- 
unteers, since the basic measure of effectiveness in 
fighting a forest fire is the available number of 
skilled personnel and amount of equipment rather 
than the numbers of the forces involved. The dif- 
ficulty was the question of the powers, immunities, 
rights, and liabilities of the forces of the aiding 
states. 

For instance, if a forest fighting truck of State X 
went to the aid of State Y in response to a request 
from State Y, and was involved in an accident 
within the territory of State Y, which state should 
bear the liability? Similarly, when the forces of 
State X reached the scene of the fire, what powers 
would they possess in connection with fighting that 
fire. If one of their number were killed by a falling 
tree, which state should be liable for the responsi- 
bility to his survivors? It was necessary in order to 
render a scheme of mutual, interstate aid possible to 
settle these questions and to incorporate them 
formally in an agreement that would bind the states 
in question. 


T« pry summer of 1947, followed by three 
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In essence, this was the heart of the problem, but 
there were other suggestions that would strengthen 
such a pattern of cooperation. It was suggested that 
some permanent agency be set up which, through 
its membership and its power of reporting and rec- 
ommending, would by its very existence serve to 
integrate the forest fire protection services of the 
states of the region into a cohesive and organized 
pattern. In addition, it was suggested that a re- 
gional forest fire plan ought to be developed, while 
at the same time each state would be obligated to 
maintain a forest fire plan of its own. Another in- 
teresting problem was the situation along the inter- 
national boundary with Canada. Some of the states 
that fronted on that boundary were anxious, if pos- 
sible, to have any scheme of cooperative aid include 
the Canadian area adjacent to their boundaries. 
This was particularly true in the case of my state 
of Vermont. 

In view of the necessity of securing a legally bind- 
ing agreement among the states and a permanent 
basis for a joint interstate agency, it was decided 
that an interstate compact was necessary. 


For this purpose a conference of the state foresters 
of New England and New York was organized and 
met several times during 1948 and 1949 under the 
auspices of the Massachusetts Commission on Inter- 
state Cooperation. The Council of State Govern- 
ments was invited to assist in the task and the group 
requested Professor Frederick L. Zimmermann of 
Hunter College and research director of the New 
York Joint Legislative Committee on Interstate Co- 
operation to formulate the draft of a compact that 
would encompass these several objectives. Finally, 
the resultant compact was ratified in 1949 by Maine, 
Massachusetts, Vermont, New Hampshire, Connec- 
ticut, and New York, and by Congress. Rhode 
Island ratified it in the 1950 session of its legislature. 

At the organization meeting of the commission 
held in Boston on January 19, 1950, the writer, state 
forester of Vermont, was elected chairman, and 
Arthur S. Hopkins, Director of Lands and Forests 
of the state of New York, was elected vice chairman. 

The speed with which this compact was formu- 
lated and ratified by all the states of the region is 
significant and an achievement in itself. Moreover, 
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the provisions of the compact are of interest in that 
they very effectively achieve the objectives which 
the committee of foresters had in mind. 


‘ie purpose of the compact, under its Article I, 
is to promote effective prevention and control of 
forest fires in the northeastern region of the United 
States and adjacent areas of Canada by the develop- 
ment of integrated forest fire plans, by the main- 
tenance of adequate forest fire fighting services in 
the member states, by providing for mutual aid in 
fighting forest fires among the states of the region 
with procedures to facilitate such aid, and by the 
establishment of a central agency to coordinate the 
services of the member states as well as to perform 
such common services as member states may desire. 
Although the states eligible to join the compact in 
the first instance are those of New England and New 
York, the compact provides for further expansion 
by permitting any state contiguous to a member 
state to become a party to it. 

The compact also provides that, subject to the 
consent of Congress, any province of the Dominion 
of Canada which is contiguous to any member state 
may become a party “by taking such action as its 
laws and the laws of the Dominion of Canada may 
prescribe for ratification.” I believe that this is the 
first time in American history that an interstate 
compact has provided for membership by “a foreign 
power” under the authorization of the compact 
clause of the United States Constitution. Certainly 
some of us are hopeful that Quebec can be per- 
suaded to join in this cooperative endeavor. 

The compact creates the Northeastern Forest Fire 
Protection Commission with three representatives 
from each member state, one of whom shall be the 
state forester, the second a member of the legisla- 
ture designated by the commission on interstate 
cooperation of that state, and the third “a person 
designated by the Governor as the responsible rep- 
resentative of the Governor.” In the event of par- 
ticipation by a Canadian province, the latter shall 
designate “three members who will approximate 
this pattern of representation to the extent possible 
under the laws and practices of such province.” 

The commission is given power to study and 
make recommendations to the member states with 
regard to problems connected with the prevention 
and control of forest fires and the measures, legisla- 
tive and administrative, that should be taken to 
meet these problems. One of the most important 
provisions is the power granted to the commission 
to “formulate and in accordance with need from 
time to time revise a regional forest fire plan for 
the entire region covered by the compact which 
shall serve as a common forest fire plan for that 


area.” Moreover, the compact provides not only 
that United States Forest Fire Service may be re. 
quested to act as the primary research and coordi. | 
nating agency of the commission, but also that the | 
federal services may accept the initial responsibility | 
in preparing and presenting to the commission jt 
recommendations with respect to the regional fire | 
plan. Obviously, this is designed to encourage inte 
gration between federal and state agencies in the 
field in question. | 

The compact obligates each member state to | 
formulate and put into effect a forest fire plan fq 
that state, “to take such measures as may be recom. 
mended by the commission to integrate such fores 
fire plan with the regional forest fire plan,” and, 
upon the request of a member state, ‘‘to render all 
possible aid to the requesting agency which is cop. 
sonant with the maintenance of protection at | 
home.” 

Another interesting provision is one which per: 
mits the states to expand the services to be rendered | 
by the commission if experience proves such ex. 
pansion necessary. Article V provides that any two 
or more member states may designate the North. 
eastern Forest Fire Protection Commission as 4 
joint agency to maintain such common services as 
those states deem desirable for the prevention and 
control of forest fires. In the event that the number 
of states so acting is less than the number of states 


in the commission, separate sections may be set up 


to administer the additional services, “provided that 
if any additional expense is involved, the states so 
acting shall appropriate the necessary funds for 
this purpose.” 


See Northeastern Interstate Forest Fire Protec 
tion Compact solves the difficult problems con- 
nected with powers, immunities, liabilities, and 
duties of state forces rendering aid to another state. 

It provides that the employees of an aiding state 
shall, under the direction of the officers of the aided 
state, “have the same powers (except the power of 
arrest), duties, rights, privileges and immunities as 
comparable employees of the state to which they are 
rendering aid.” 

As to liability, it is provided that no state or its 


officers or employees rendering outside aid under | 


the compact shall be liable on account of any act or 
omission on their part, or on account of the main 
tenance and use of any supplies in connection with 
their mission; and that all liability which may arise 
under the laws of either the requesting or the aiding 


state, or under those of a third state, or in connec | 


tion with a request for aid, shall be assumed by the 
requesting state. The aiding state shall be reim- 
(Concluded on Page 109) 
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Constitutional Revision for Minnesota 


By Lioyp M. SHort 


Professor of Political Science, University of Minnesota 


gent, need for constitutional revision in Min- 

nesota was outlined as early as 1927 by a well- 
known student of Minnesota government.! Twenty 
years later the Minnesota Legislature, confronted 
with a proposal to submit to the people the ques- 
tion of calling a constitutional convention, decided 
to create a commission to study the existing consti- 
tution with a view to determining what changes, if 
any, are “necessary and proper to meet present and 
probable future requirements.” This commission, 
consisting of sixteen legislators, one representative 
from each of the executive and judicial depart- 
ments, and three citizen members appointed by the 
overnor, began its work on July 1, 1947, and sub- 
mitted its final report to the legislature on October 
1, 1948. 

Minnesota has had only one constitution, which 
was adopted in 1857 preliminary to the granting of 
statehood to the territory by Congress the following 
year. This constitution was the work of a conference 
committee chosen by rival Republican and Demo- 
cratic groups of delegates, each of which resolutely 
refused to recognize the rightful election of the 
other and who insisted upon acting independently 
even down to the final step of adopting the confer- 
ence committee report. Neither side seemed par- 
ticularly happy over the constitution which resulted 
from this political compromise, but the Democrats 
derived some satisfaction from the fact that much 
of their initial draft found its way into the docu- 
ment, while the Republicans, confident of their fu- 
ture political strength in the state, secured a rela- 
tively simple amending process whereby the consti- 
tution could be changed by a majority vote of the 
legislature and a majority vote of the electorate 
voting upon the question. 

Utilizing freely this easy mode of amendment, 
the legislature and the people of Minnesota adopted 
forty-eight amendments during the forty-year pe- 
riod, 1858-1898. In the latter year, the amending 
article was changed to require ratification by “a 
majority of all the electors voting at the election.” 
Since that time the rate of adopting amendments 
to the constitution has slowed down substantially, 
but twenty-seven additional amendments have been 
ratified. It is hardly necessary to suggest that a con- 
stitution which has been amended seventy-five times 


Te unmistakable, though not necessarily ur- 


_ William Anderson, “The Need for Constitutional Revision 
in Minnesota,” Minnesota Law Review 11:189-216 (Feb. 1927). 
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is quite likely to stand in need of substantial re- 
vision, at least by way of the elimination of con- 
flicting and obsolete sections. 

The Constitutional Commission referred to above, 
working diligently over a period of approximately 
twelve months and through the medium of eight 
study committees composed of both commission and 
non-commission members, came out with a report 
which recommended minor changes in seventy-eight 
sections of the present constitution, major changes 
in thirty-four, six wholly new sections, and a re- 
arrangement of a number of articles and parts of 
articles. 

The revisor of statutes, in addition to giv- 
ing aid in the drafting of the commission’s recom- 
mendations, suggested changes in style and phrase- 
ology throughout the entire document. In the 
printed report, the commission’s proposals are first 
presented in the form of amendments to the exist- 
ing constitution and subsequently as an entirely 
new document. If all of the commission’s recom- 
mendations were adopted, the constitution would 
be reduced in length from 19,493 to 9,729 words. 


hacemos of the so-called minor changes pro- 
— are the following: 

. Substitution of “Dominion of Canada” for 
“British Possessions” in the article on boundaries; 

2. Elimination of the obsolete provision fixing 
legislative compensation at three dollars per diem 
for the first session; 

3. Granting permission to legislators to accept 
appointive office during the term for which elected 
if they resign their legislative office; 

4. Omission of the section providing for a state 
census every five years; 

5. Omission of the obsolete section providing for 
legislative selection of United States senators; 

6. Elimination of the obsolete section providing 
for the official term of the first state officers; 

7. Omission of certain obsolete sections concern- 
ing the citizenship of Indians; 

8. Granting permission to use voting machines 
in state elections; 

g. Omission of an obsolete section pertaining to 
local government loans to railroads; 

10. Elimination of a provision for the exact lo- 
cation of the state prison. 
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M ajon changes proposed by the commission in- 
clude the following: 

1. Providing as at present for legislative appor- 
tionment in both houses on the basis of population, 
except that no one county shall have more than 
one-eighth of the senators and no two contiguous 
counties more than one-fourth, and setting up a 
mandatory plan for reapportionment and redistrict- 
ing by a bi-partisan commission if the legislature 
fails to act at the first regular session after each 
decennial census; 

2. Granting authority to the legislature to extend 
the ninety-day biennial session by concurrent resolu- 
tion adopted within the first seventy-five legislative 
days; 

g. Permitting both houses of the legislature to 
initiate revenue measures; 

4. Elimination of the secretary of state, state au- 
ditor, and state treasurer as constitutional elective 
officers; 

5. Extending the terms of the elective governor, 
lieutenant governor, and attorney general from two 
to four years; 

6. Making much more complete provision for 
succession to the governorship, with the lieutenant 
governor, president pro tempore of the Senate, and 
speaker of the House to succeed in that order; 

7. Provision for a more unified court system, in- 
cluding establishment of an administrative council 
with the chief justice of the Supreme Court as 
chairman, retention of the elective system for the 
selection of judges except that the legislature may 
by law substitute a modified “Missouri plan” for 
the selection of justices of the supreme court, and 
mandatory retirement of judges at age 70; 

8. Granting power to the legislature to exempt 
personal property in whole or in part from taxation; 

9. Elimination of the present provision requiring 
a popular referendum on proposed changes in the 
rate of the gross earnings tax on railroads; 

10. Removal of the present outmoded restriction 
on the incurring of indebtedness, but making rather 
definite and mandatory provision for debt retire- 
ment, and continuing the present restriction on in- 
curring debt for works of internal improvement ex- 
cept by constitutional amendment; 

11. Provision for an enlarged article on local gov- 
ernment, including the extension of home rule to 
counties, defining general and special legislation 
and requiring local referenda for the acceptance of 
special laws in the local governments affected, and 
authorization for the formation of a city-county and 
for city-county consolidation by home rule charter; 

12. Removal from the constitution of the present 
description of the routes included in the original 
trunk highway system, but continuing such routes 
as constitutional highways by reference, and grant- 


ing to the legislature full authority to locate o 
abandon other highways after being advised by g 
newly created Highway Commission; 

13. Substantial modification of the amend 
process whereby two-thirds of each house, instead } 
of a majority as at present, would be required to | 
propose amendments, but a majority of those Voting 
on the amendment rather than a majority of those 
voting at the election would be required to ratify: 

14. Provision for submission to the voters nog 
later than 1960 and every twentieth year thereafter 
the question of calling a constitutional convention, 
such convention to be called if a majority of thos 
voting on the question approve, and the work of 
such a convention to be subject to the approval of 
a majority of the voters voting thereon. 

Among the six new sections recommended by the 
Minnesota commission, in addition to the substap. | 
tial changes enumerated above, are provisions for 
an executive budget system, the merit system in 
state and local government, a post-auditor chosen 
by and responsible to the legislature, and the re. 
quirement of a two-thirds vote in each house of the 
legislature to change the rates or methods of taxing | 
taconite (low grade iron ore). 


~~ 


‘ion recommendations of the commission, admit: | 
tedly conservative in nature for the most part, were 
arrived at with virtual unanimity. The proposals 
which created the most decided differences of opin 
ion were those concerning the state trust funds and 
dedicated revenues. Minnesota has educational trust 
funds which totalled over $166 million as of June 
30, 1948. These funds were accumulated in part by 
the sale of lands given to the state by the United 
States government for school purposes, but mainly 
from royalty taxes on iron mined from such lands 
and from an occupational tax levied upon persons 
or cerporations engaged in iron mining in the state. 
The present constitution provides that 40 per cent 
of the proceeds of the occupational tax shall go 
into the permanent school fund, 10 per cent into 
the permanent university fund, and 50 per cent into 
the general revenue fund. Only the income derived 
from the investment of these permanent trust funds 
can be used for the public schools and the state 
university. To illustrate the relative significance of 
this income to the public schools, it may be noted 
that the income from the permanent school fund 
for the 1947-49 biennium was estimated at $3 mil- 
lion, whereas the total state appropriations fot 
schools was approximately $35 million. | 
The Taxation and Finance Committee of the } 
commission recommended by a five to two majority 
that the existing principal of these funds should 
remain inviolable, but that there should be no 
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Constitutional Revision for Minnesota 


further additions to such funds. The minority mem- 
bers of the committee on this issue took the view 
that it would be a breach of good faith to divert 
from the purposes of education the proceeds derived 
and to be derived from lands expressly granted by 
the United States for the support of education, and 
that since the iron resources of the state are being 
rapidly depleted, some portion of the tax proceeds 
from iron mining should be reserved for future use. 
The minority view prevailed in the commission by 
a vote of 10 to 8. 

The Taxation and Finance Committee, also by a 
divided vote, recommended a new constitutional 
provision abolishing all constitutional and statutory 
dedication of current revenues and requiring that 
all such revenues be deposited in a general revenue 
fund to be disbursed in accordance with appropria- 
tions made by law. This proposal met determined 
opposition from persons and groups especially in- 
terested in highways, schools, and fish and game 
propagation. The state gasoline and motor vehicle 
taxes are constitutionally dedicated for highway 
purposes, revenues from the state income tax are 
dedicated by statute for the public schools, and re- 
ceipts from fishing and hunting licenses are dedi- 
cated by statute for conservation work. This sig- 
nificant committee proposal failed to secure com- 
mission approval by the narrow margin of a tie 
vote, 10 to 10. 


a after the convening of the 1949 session 
of the legislature, the Constitutional Commission 
met informally to decide what action should be 
taken to secure favorable action upon its recommen- 
dations. It was decided that the work of the com- 
mission had evidenced a need for a thorough-going 
revision of the constitution and that such a revision 
could not be achieved within any reasonable time 
by the slow and difficult amending process. Conse- 
quently, the commission voted unanimously to rec- 
ommend to the legislature that the question of call- 
ing a constitutional convention be submitted to the 
voters at the general election in 1950, and it was 
agreed that the legislative members of the commis- 
sion in the two houses would introduce resolutions 
to that effect. These resolutions were introduced 
and were subsequently reported out of committee 
in both houses, but when the House resolution came 
up for final vote on special order it failed by eight 
votes of securing the two-thirds support required. 
In consequence of this vote and in view of the pres- 
sure of time, no action was taken in the Senate. 
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Support for the work of the commission and for 
the proposed constitutional convention came from 
a number of sources, including some newspaper edi- 
tors, the League of Women Voters, the Good Gov- 
ernment Group of business and professional men 
in the Twin Cities, the Republican Women’s Work- 
shop, and individual legislators. The Republican 
party platform in 1948 gave general endorsement 
to the principle of constitutional revision. Governor 
Youngdah| commended the commission report to 
the serious consideration of the legislature in his in- 
augural message. The League of Minnesota Mu- 
nicipalities endorsed most of the commission’s 
recommendations affecting local government. Op- 
position came from an even larger number of news- 
papers, particularly the rural press, from the rail- 
roads who vigorously objected to the commission’s 
proposal relative to gross earnings taxes previously 
referred to in this article, from some of the elective 
officials, and from some legislators who expressed 
fear that a constitutional convention, if called, 
would be controlled by liberals. Unquestionably, 
rural opposition to the prospect of any plan of re- 
apportionment which would increase urban repre- 
sentation in the legislature was a factor in the 
House vote. 


es prospects for early action on constitutional 
revision in Minnesota, admittedly, are uncertain. 
The close vote in the House of Representatives was 
encouraging. Favorable action may possibly come 
from both party conventions in 1950, but this is of 
less significance in Minnesota than it would be in 
other states because of the non-partisan legisla- 
ture. 

There seems to be an undercurrent of interest in 
the subject in all parts of the state, but to awaken 
this interest to the point of vigorous support ap- 
pears to require, among other things, the formation 
of a state-wide citizens committee such as was 
formed in Missouri and New Jersey in recent years, 
which will undertake an active campaign of public 
information concerning the need for constitutional 
change. 

Minnesota celebrated her territorial centennial 
in’ 1949 and undoubtedly will observe in some 
appropriate manner her admission to statehood 
in 1958. Certainly no more appropriate time will 
present itself for the North Star state to estab- 
lish a constitutional framework adequate to the re- 
quirements of a democratic commonwealth in the 
twentieth century. 
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Providing Disability Benefits 
at the State Level 


By Mary Donton* 


Chairman, New York State Workmen’s Compensation Board 


complete operation the new Disability Bene- 

fits Law, Chapter 9 of the Workmen’s Com- 
pensation Law, enacted in the 1949 session of the 
legislature. It is a significant milestone in the de- 
velopment of social services in the United States, 
a law that many believe will serve as the pattern 
other states will follow in legislating new social in- 
surance programs. Ever since Governor Dewey ap- 
proved the Mailler-Condon bill in April, 1949, cit- 
ing it as the finest law for non-occupational dis- 
ability benefits yet in existence, the unique provi- 
sions of the new law have stimulated wide national 
interest. 

Concern about providing some form of protec- 
tion for wage earners when they become ill or are 
injured away from their jobs is, of course, not a 
recent social concept. However, the problem has 
seldom seemed as urgent as it is today. The recent 
steel strike, the dispute of the miners over the wel- 
fare fund, the long drawn out automobile tie up 
in Detroit, all suggest forcibly that sickness benefits 
and other worker benefit programs underlie indus- 
trial disputes and, unless wisely provided, adversely 
affect labor relations, often to such an extent as to 
disrupt the national economy. 

New York state, and other states too, have long 
been aware of the seriousness of this problem. In 
cooperation with management, labor, insurance 
companies, doctors, and other groups interested in 
this type of social insurance, legislative committees 
and administration officials in New York state 
studied the sickness disability laws already in oper- 
ation in Rhode Island, California, and New Jersey. 
Those states did significant pioneering. New York 
seized the opportunity of improving on these earlier 
models with a law that has a wholly new approach 
both as to financing the program and administering 
it. It is private enterprise social insurance for a 
private enterprise economy. 

It is important that the New York State Disability 
Benefits Law differs fundamentally from the laws 
of the other three states. It is entirely different in 


e) July first New York state will put into 


* Miss Donlon will administer the state’s new $100-million- 
a-year disability benefits program. Active in many civic and 
political organizations, she serves also as a trustee of Cornell 
University, where she took her degree in law. 
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its philosophy and approach to the problem. Costs 
are shared; benefits are provided privately, not by 
the state on a tax-supported basis; administration 
is decentralized to every place that employees work; 
and compliance through tailor-made employer. 
employee plans is encouraged, thus affording real 
flexibility both in scope and variety of the benefits 
provided. 


dee New York law brings within its scope some 
six and one-half million employees who work for 
upwards of 175,000 employers of four or more. It 
requires provision of weekly cash benefits partially 
to replace wages lost due to temporary total non- 
occupational, or off-the-job, disabilities. While there 
is no ceiling over plan benefits that may be pro- 
vided, the statutory pattern calls for up to 50 
per cent of the worker’s average weekly wage to a 
maximum cash benefit of $26, payable to eligible 
employees for disabilities that occur on and after 
July 1, 1950. That is the date, also, when employees 
begin their “permanent” contributions toward the 
cost of providing benefits. Employees will pay 4% 
of 1 per cent of the first $60 of their weekly wage 
or salary, at most not more than thirty cents a week. 
Their employers contribute the balance of cost. 
Thus, while there is a statutory ceiling over the 
contribution of employees, so that no employee 
will be required to pay more than $15.60 during 
an entire year as a maximum, there is no ceiling 
over employer cost. 

Employees earning less than $60 a week will, of 
course, pay even less. For example, an employee 
regularly earning $40 a week will contribute twenty 
cents a week, or $10.40 in the year if he is employed 
at that salary or wage during all fifty-two weeks. 
Employer costs may fluctuate due to economic con- 
ditions, epidemics, and other causes, but, on an 
average, and state-wide, they are expected to average 
as much again as the employee contributions. 

Unlike the laws of the other three states, where 
administration of cash sickness or disability benefits 
is tied to the administration of unemployment in- 
surance, the New York Disability Benefits Law is 
administered by the chairman of the Workmen's 
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Compensation Board, an agency of state govern- 
ment without federal ties and one with experience 
in handling occupational disability claims for more 
than thirty-five years. The tie-in to workmen’s com- 

nsation administration is novel in New York, 
and links in one agency the administration of occu- 
pational and non-occupational disability benefits 
programs. 

Testifying recently before the Special Massachu- 
setts Commission on Cash Sickness Compensation, 
the Rt. Rev. Msgr. John O'Grady, Secretary of the 
National Conference of Catholic Charities, said as 
to this type of administration: 

“I have discussed this situation frankly with those 
engaged in the administration of cash disability 
benefits in California and New Jersey and they 
agree that those engaged in the administration of 
workmen’s compensation would have many advan- 
tages in administering this sort of program. Those 
engaged in the administration of workmen's com- 
pensation have had considerable experience in deal- 
ing with occupational illnesses and occupational 
disabilities of various kinds. They have recognized, 
moreover, that there is a very fine line between oc- 
cupational and non-occupational injuries. They 
recognize now that their staffs should have had a 
fairly thorough training program to prepare them 
for their new tasks.” Or, as a nationally known 
writer commented recently, “Administration of 
such a program by workmen’s compensation offi- 
cials is just good common sense.” 


| Island was the first state to enact a “cash 
sickness” law, in 1943. The Rhode Island law pro- 
vides benefits through a state fund only, paralleling 
the state unemployment fund. Private insurance, 
long experienced in the group accident and health 
field, was excluded. 

California, the second state to enact a disability 
insurance law, was the first to permit private insur- 
ance to assume any of the burden of providing pro- 
tection against non-occupational disabilities. How- 
ever, because the California law ties disability in- 
surance to unemployment insurance, private insur- 
ance companies and those employers who seek ap- 
proval as self-insurers encountered difficulties in 
fitting their plans to the pattern of unemployment 
insurance operations. 

New Jersey, third state to enact a non-occupa- 
tional disability insurance law, improved somewhat 
on the California pattern, but, since this law went 
into effect only, on January 1, 1949, it is early to 
judge the full value of the improvements. However, 
administration in New Jersey, as in Rhode Island 
and California, is tied to the federal-budgeted 
agency administering unemployment insurance. 


The state of Washington passed a disability bene- 
fits law last year, one of seventy-one such bills in- 
troduced in sixteen state legislatures, but the Wash- 
ington law must be submitted to a popular refer- 
endum late in 1950 before it can become effective. 


ime who drafted New York’s Disability Benefits 
Law believed that, since actuarial data were avail- 
able and risks could be estimated, private insurance 
should be given the opportunity of continuing to 
function in this new field of social insurance, a field 
to which the insurance companies bring long years 
of satisfactory experience in the writing and serv- 
icing of health and accident insurance. They will, 
of course, need to accommodate their practices and 
adapt their procedures to fit the new needs of a 
compulsory social insurance, but this only the most 
obdurately conservative will find bothersome. 

Government monopoly tends to eliminate private 
enterprise. That is the gradual decline toward so- 
cialism. Yet private insurance and government mo- 
nopoly can and must supplement one another, each 
in its appropriate area of the social services. Needed 
for sound planning is a clear understanding as to 
which are insurable social hazards and which can 
only be serviced by government. What insurance 
can do and what it cannot do in the social services 
has become so confused that the label “insurance” 
has been pinned on non-insurable programs that 
can function only through government and with tax 
support. 

Here are four simple standards for sorting out 
the insurable and non-insurable social services. 

1. Where there is a hazard to society as a whole, 
and not merely to the individual assisted, govern- 
ment may properly provide necessary assistance 
without regard to the financial needs of the 
individual. 

2. Where there is a non-insurable risk of serious 
importance concerning such large numbers of in- 
dividuals as to become a social problem, assistance 
may be furnished by government at public expense 
to provide a basic floor of security without regard 
to the means test. 

3. Where there is an insurable risk of income 
loss of such serious importance to large numbers of 
individuals as to constitute a social problem, in- 
surance should be mandated to provide the desired 
protection, but this insurance should not be pro- 
vided by government monopoly. 

4. Where the compulsions of legislation would be 
applied not merely to income payment but also to 
the provision of services, private enterprise should 
be strengthened to provide such services wherever 
possible. Today there is real need for the insurance 
industry to service medical care insurance, so that 
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government may not be tempted into that field of 
mandatory insurance coverage. 

The New York law, which places upon the shoul- 
ders of employers the responsibility of insuring 
benefits, provides the widest latitude for compliance 
with the law. An employer may take out insurance 
with a private carrier or with the competing State 
Insurance Fund; he may seek approval as a self- 
insurer, which some of the largest employers already 
have done under the Workmen’s Compensation 
Law. An employer may submit for approval by the 
chairman of the Workmen’s Compensation Board a 
benefit plan that was in existence when the law was 
signed, or a new plan under which benefits are “at 
least as favorable’’ as those provided under the law. 


he Is estimated that more than 50 per cent of the 
wage earners of New York state are already pro- 
tected under plans of various kinds, many worked 
out over the years or through collective bargaining. 
It is the philosophy of the law to dislocate as little 
as possible plans that have proved mutually satis- 
factory to employers and their employees. The law 
establishes a minimum off-the-job benefits program 
for those who have been unable to agree on any- 
thing better and designates a state agency, the* 
Workmen’s Compensation Board, as a standby 
agency to set standards, supervise performance, and 
adjudicate disputed claims. 

To be acceptable as compliance with provisions 
of the law, plans need not follow the statutory 
scale of benefits. Blue Cross, Blue Shield, and other 
insured programs for payment or reimbursement of 
hospital, medical, and surgical expenses may, with 
the addition of some weekly cash benefits, be sub- 
mitted to the board for approval. Many plans filed 
for acceptance under the new law will provide some 
or all of these “plus” benefits. 

The New York Disability Benefits Law is one to 
which any future provision of medical care could 
be attached, on an insurance basis, without the 
slightest risk of socializing medicine. Under work- 
men’s compensation in New York state there is 
mandated provision of medical care, safeguarding 
free choice of physicians. If and when the need for 
a distribution of the cost of medical care, beyond 
that now provided by statute and voluntary plans, 
becomes a social problem to be met by insurance, 
there is here a statutory framework of costs that are 
met through joint contributions, provision of bene- 
fits through private insurance, and a minimum of 
government interference, that can accommodate ex- 
panded needs. 

It should be emphasized that in the future there 
will be more, not less, social services, including so- 
cial insurance. This is not a cause for alarm, even 


to conservatives, because management, labor, and 
the insurance industry all have a duty to assist jp 
formulating social service programs that are funda. 


mentally sound. Social services having to do with 
health, including social insurance to provide cash | 
disability benefits and to distribute the cost of medi. 
cal care, can best be administered at the state level, 
Any social insurance program such as the Dis. 
ability Benefits Law demands a strong and contin. 
uing program of safety education, so that accidents 
and illnesses may be kept down to a minimum. It 


requires, moreover, the cooperation of many so that | 


the law may be successfully administered. The way 
in which the New York law was drafted, the give 
and take of the conference table, should recommend 
itself to other states considering similar legislation, 

A study of state cash sickness plans recently pub- 
lished by the Research Council for Economic Se. 
curity reported: 

“The disability compensation plan recently en. 
acted in New York is the most progressive of all four 
plans, as it offers the broadest opportunity for the 
development of private plans. It is likely that the 
trend not only of the New York plan but of the 
disability compensation pattern will largely depend 
upon the success which industry in New York will 
have in expanding private plans. As success will em- 
phasize the ability of industry to take care of dis- 
ability compensation largely on a voluntary basis, 
so will its failure tend to stress the need for state 
administration.” 


) a SUMMARY, the New York law differs from the 
laws of the other states in the following significant 
respects: 

1. Administration is linked to workmen's com- 
pensation, the occupational disability insurance pro- 
gram, rather than to unemployment insurance, 
which has to do only with those who are well 
enough to go to work. 

2. Administration is decentralized to an employer- 
employee relation as to the claims of the disabled 
employed and of those who become disabled during 
the first four weeks of unemployment. While those 
who become disabled later in a period of unemploy- 
ment will look to the state for payment of their 
benefits, the New York law strengthens the em- 
ployer-employee relationship and reduces greatly 
the number of those who will look to the state for 
payment of their disability benefits. 

3. Private insurance and approved self-insurance 
are the rule, not the exception. Employers must do 
something. They must provide for the payment of 
benefits. They are not automatically covered in 
a tax-supported program. 

(Concluded on Page 110) 
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State Budgets in 1950 


FTER SEVERAL postwar years in which record 
budgets were submitted annually, the states 
whose legislatures have met in 1950 seem de- 

termined to hold the expenditure line. They gener- 
ally anticipate a leveling off in revenue during the 
coming fiscal period and hope to keep appropria- 
tions within income limits. 

However, this determination does not imply a 
curtailment in the quantity or quality of services 
rendered by the states. In nearly all cases, record ex- 
penditures of the previous fiscal period are being 
sustained, and the tremendous expansion in state 
responsibilities achieved in the last decade is to be 
continued and improved. Information from the 
states does seem to indicate the following three 
trends: 

1. A revenue plateau may be in prospect as a re- 
sult of a somewhat more stable or slightly deflated 
economy. 

2. There is an earnest intent to provide necessary 
services without a substantial rise in taxes. 

_ 3. States are seeking to avoid deficit spending, if 
at all possible, in a period of high national product 
and income. 

Although nearly every budget message forecasts a 
possible diminution in revenue, the costs of state 
government remain high. Such vital services as the 
care and treatment of the mentally ill, expansion of 
educational facilities, state aid to local governments, 
provision for inproved public health and welfare, 
and maintenance and construction of highways still 
account for from 60 to go per cent of total state ex- 
penditures. The needs of the citizens for such serv- 
ices continue to be pressing. 

Consequently, finances in recent years have chal- 
lenged the closest attention among state authorities. 
Recent figures issued by the United States Bureau of 
the Census indicate that general revenues for twen- 
ty-eight states in 1949 were 1.6 per cent less than 
general expenditures. However, the two figures were 
approximately equal with provision for debt retire- 
ment deducted from general expenditures. General 
revenue plus borrowing exceeded general expendi- 
ture by 1.3 per cent. 

According to the Bureau of the Census, these 
comparisons reflect a pattern of the past two years 
in which expenditures have been “catching up” 
with revenues, after several years of wartime surplus. 
“In fourteen of these twenty-eight states, as a mat- 
ter of fact, general expenditure exclusive of provi- 
sion for debt retirement was greater than general 
revenue.” This relationship was found for only six- 


‘teen of all forty-eight states in fiscal year 1948. 


It.now appears that in a number of states pro- 
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jected appropriations for the coming fiscal period 
actually may exceed anticipated revenue. In many 
instances these deficits will be balanced by utilization 
of surpluses accumulated during the war years. In 
other cases existing tax laws will be tightened and 
enforced more strictly. In still others, new or addi- 
tional taxes may have to be enacted to meet neces- 
sary expenditures. Approximately three-fourths of 
the states, meantime, have set up commissions to 
study means of achieving greater operating efficiency 
in state government and possible means of reducing 
its costs. 

Following are summaries concerning the budgets 
of states whose legislatures have met this year in 
regular or special session. 


Kentucky 


In the executive budget for 1950-52 the governor 
recommended total appropriations of $258.2 million 
from the general fund and from trust and agency 
funds. This figure represented an increase of $28.2 
million over the $230.0 million in estimated actual 
expenditures during the biennium 1948-50. 

The governor noted that although such services 
as hospitals, schools, and institutions need more 
money, recommendations beyond the state’s revenue 
cannot be made. 

Out of total general fund appropriations of $115.2 
million, $62.7 million, or 54.4 per cent, will be de- 
voted to education; and $36.2 million, or 31.5 per 
cent, will go for welfare. Thus, these two functions 
alone account for 85.9 per cent of the total general 
fund for 1950-52. 

Welfare costs from all funds will be increased 
from $117.9 million in the 1948-50 biennium to 
$143.0 in the biennium for 1950-52. This is an in- 
crease of $25.1 million, or 20.9 per cent. 

In his budget message of January 1, 1950, the gov- 
ernor stated: “The amount of unencumbered, un- 
committed surplus of general funds in the state 
treasury was approximately $20 million.” He recom- 
mended that $15 million of this surplus be appro- 
priated for capital outlay—primarily for improve- 
ments in state institutions—and that a substantial 
portion be retained as operating capital to cover un- 
foreseen contingencies. 


Maine 


In its summary report to the g4th Legislature 
(Special Session), the Legislative Research Commit- 
tee noted that the surplus in the general fund, as of 
June 30, 1949, amounted to $7.1 million, but that 
as of December 31, 1949, the unappropriated gen- 
eral fund surplus was down to $3.2 million. The 
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committee recommended to the special session that 
supplemental appropriations be made from the un- 
appropriated general fund surplus of $1.1 million 
for the current fiscal year and $2.1 million for the 
fiscal period 1950-51. Total supplemental appro- 
priation thus will be somewhat over $3.1 million. 


Maryland 


For fiscal 1950-51, the governor’s budget recom- 
mended appropriations of $143.1 million, of which 
$79.8 million will come from the general fund and 
$63.2 million from special funds. This total is an in- 
crease of $5.9 million over actual appropriations in 
1949-50, which comprised $74.9 million from the 
general fund and $62.3 million from special funds. 

Estimated revenues for fiscal 1951 amount to 
$137.6 million, which indicates a deficit of $5.5 mil- 
lion. To balance the budget, recourse will be had 
to the general fund surplus, which it is estimated 
will be $6.5 million on July 1, 1950. By July 1, 1951, 
the general fund surplus is expected to be reduced 
to $310,527.92. 

The increase in appropriations required for the 
coming fiscal period is largely caused by necessary 
expenditures for mental hospitals, other health serv- 
ices, and public assistance. Mental hospitals alone 
account for 39 per cent of the net general fund in- 
crease. 

For education the proposed budget recommends 
$45.8 million in the next fiscal year, or 32 per cent 
of the total budget. Highways will account for $29.3 
million or 20.5 per cent. Direct payments of revenue 
to civil divisions of state (exclusive of education) 
come to $18.2 million, or 12.8 per cent. 


Massachusetts 


In his budget recommendations for fiscal 1951, the 
governor suggested appropriations amounting to 
$223.1 million—a slight decrease from the $225.6 
million appropriated for the current year, 1949-50. 

The governor in his annual message to the legis- 
lature advocated repeal of the 10 per cent tax on 
cigars and tobacco passed in 1949. He did recom- 
mend, however, adoption of an abandoned property 
law to supply more than $5 million for old age as- 
sistance and proposed continuance of a 1.5 per cent 
temporary, additional, corporation tax which was 
scheduled to expire this year. 


Michigan 

In his budget message of March 15, 1950, the gov- 
ernor told the legislature: “The condition of the 
state’s finances has worsened steadily since January, 
1949, when I presented my first budget to you. For 
several years the state’s expenditures have exceeded 
revenues, and the gap has widened steadily and 
alarmingly. Combining all funds, revenues in 1947- 
48 were $8 million below expenditures; in fiscal 


1948-49 the difference grew to $23.6 million. During 
the current fiscal year 1949-50, appropriations made 
by the legislature from the General Fund exceeded 
anticipated revenues by about $45 million, and the 
condition of the state highway fund continues to 
deteriorate.”” The governor stated that Michigan is 
not unusual in such difficulty, and he noted that 
nearly all states have found their revenues inad- 
equate. 

For 1950-51, general fund appropriations recom- 
mended amount to $340.6 million. This represents 
an increase of $62.5 million over the 1949-50 appro- 
priations (excluding recommended supplemental 
appropriation of $6 million for 1949-50). A sub- 
stantial portion of the increase results from an in- 
crease of $25.2 million in payments benefiting local 
units of government, expected to be $158.3 million 
in 1950-51. That figure is exclusive of $12.8 million 
to be spent on state aid for highways. 

Upon the basis of actual yields up to February 
28, 1950, the budget document estimates revenue 
for 1950-51 at about $230 million. The apparent 
gap between proposed revenues and expenditures 
may be closed by factors including the following: 

1. Congress may pass H.R.6000 providing about 
$8 million additional social welfare aid. 

2. Additional revenue department auditors and 
staff may strengthen revenue collections. 

3. Some expected administrative savings may 
amount to $10 million. 

4- The governor recommended a corporate profits 
tax, leaving the rate up to the legislature. 


Mississi ppi 


The executive budget for the fiscal biennium 
1950-52 recommended total ordinary support ap- 
propriations of $106.6 million, as compared with 
$99.1 million appropriated for the same purposes 
in the 1948-50 biennium—an increase of $7.5 mil- 
lion. 


coming biennium, $52.9 million is devoted to edu- 
cation, $11.6 million to social welfare, and $14 mil- 
lion to homestead exemption reimbursement. These 
three items thus account for 73.6 per cent of the 
total ordinary budget. 

Revenues for the coming biennium are expected 
to amount to $110.6 million, which will mean a sur- 
plus of $4 million. 

In addition, revenues for the current 1948-50 bi- 
ennium will probably exceed appropriations by 
$14.7 million. No recommendations were made in 
the budget document with respect to the anticipated 
general fund surplus of $18.7 million on July 1, 
1952. 

The governor noted that a decline may be antici- 
pated in total sales tax receipts and probably in 
severance tax collections. However, proceeds from 


Of the total recommended appropriation for the 
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State Budgets in 1950 


the income tax are expected to rise in the next bi- 
ennium. It was recommended that taxes be gener- 
ally confined to present levels. 


New Jersey 


The governor's budget for the fiscal year ending 
June 30, 1951 recommended appropriations of 
$164.1 million, approximately equal to the $164.3 
million appropriated for fiscal 1949-50. 

Forty per cent of the proposed budget, $65.5 mil- 
lion, is to be expended for state aid. Capital im- 
provement in the coming year will need $18.8 mil- 
lion. 

Of the total appropriation, $24.1 million, or 30.2 
per cent, will go to the department of institutions 
and agencies. Highways will take $10.9 million, or 
13.7 per cent, and education $9.6 million, or 12.0 
per cent. 

The governor stated that “the present budget is 
designed to keep state spending within presently 
available resources.” 

Total revenue for fiscal 1951 is calculated at ap- 
proximately $155 million. This sum is about $9 mil- 
lion less than the recommended appropriations. 
However, the adjusted estimated balance on July 1, 
1g50 is expected to be $11.9 million, making avail- 
able total resources of $166.9 million. Thus the esti- 
mated adjusted balance on July 1, 1951 apparently 
will be reduced to $2.8 million. 


New York 

The executive budget for 1950-51 provided for 
total appropriations of $861.7. Total appropriations 
for 1949-50 amounted to $939.3 million. Thus rec- 
ommendations for the coming fiscal year mean a 
decrease of $77.6 million. 

Aid to local governments will decline only from 
$517.5 million in 1949-50 to $510.9 million in 
1950-51, and local assistance will represent 60.9 per 
cent of total state taxes as compared with 59.2 per 
cent in fiscal 1950. 

It is recommended that expenditures for state 
purposes be reduced from $422.1 million to $350.7 
million, a drop of $71.4 million—accounting for al- 
most the entire decline in recommended appropria- 
tions. Most of the reduction is accounted for by a 
decrease of $61.5 million in expenditures to the 
capital construction fund, to be cut from $72.0 mil- 
lion in 1949-50 to $10.5 million in 1950-51. 

For the coming fiscal year the governor reports 
an anticipated slight decline in revenue to an esti- 
mated $853.7 million. This revenue estimate is ap- 
parently $8 million less than recommended appro- 
priations. Estimates for 1950-51 are based on con- 
tinuance of the existing tax structure, an expected 
decline of $12 million in the corporation franchise 
tax, and offsetting small increases in other collec- 
tions. They also take into account the fact that 
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revenue estimates for the current year were revised 
downward by $27 million, a loss of g per cent. 

A deficit of $15.4 million is estimated for 1949-50 
in the local assistance fund. Fortunately, however, 
the local assistance reserve fund holds $59.3 million 
and will be drawn upon to finance the current defi- 
cit. By March 31, 1951, this reserve fund is expected 
to be down to $45.3 million. The state purposes re- 
serve fund, however, may rise to $62.4 million by 
the same date. 


Rhode Island 


General fund appropriations of $50.2 million 
were recommended for fiscal 1950-51, an increase 
of $2.8 million over actual appropriations during 
1949-50. The major portion of this increase results 
from raising proposed expenditures for social wel- 
fare from $18.2 million to $19.8 million, or 8.8 per 
cent. Appropriations to the welfare department ac- 
count for 39.4 per cent of the total recommended 
general fund appropriation. The budget for the de- 
partment of public works also is up slightly and ac- 
counts for 12.9 per cent of the total. 

The amount expended and distributed to cities 
has risen from $15.8 million in 1949 to $16.4 million 
in 1950 and to a recommended $17.2 million in 
1951. It alone makes up 41.8 per cent of the entire 
general fund appropriation. 

General fund receipts for the year ending June go, 
1951, are estimated at $48.5 million, a slight increase 
over the revised estimates for the current year of 
$47.1 million. These receipts of $48.5 million will 
be composed of $35.9 million in taxes, $4.3 million 
in departmental receipts, and $8.1 million in fed- 
eral grants. The total still leaves a deficit of $1.7 
million which will be met from “free surplus.” This 
surplus accordingly will be reduced from $2.3 mil- 
lion as of June go, 1950, to $535,152 on June go, 
1951. 

The governor recommended no change in the 
tax structure at the present time. 


South Carolina 


In the budget for the fiscal year ending June go, 
1951, the Budget Commission recommended gen- 
eral fund appropriations of $70.7 million. This was 
a slight decrease from the $74 million appropriated 
for fiscal 1949-50. 

The commission recommended appropriations 
totalling $32.4 million to the state superintendent 
of education—45.8 per cent of total general fund ap- 
propriations. 

Aid to the state’s political subdivisions is to be 
reduced slightly from $11.6 million in 1949-50 to 
$10.0 million in 1950-51. 

Revenue estimates for 1950-51 come to $71 mil- 
lion, providing a revenue margin of $269,000. The 
Budget Commission stated that this was a small lee- 
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way, and the General Assembly is urged not to nar- 
row it. The commission stated it “believes that its 
revenue estimate is the maximum that can be ex- 
pected from our present sources of income, and if 
the General Assembly concludes that higher appro- 
priations are necessary, the only sound course to 
follow is provision for additional revenue.” 

The budget document revealed a general fund 
surplus at the end of June go, 1949, of $3.9 million. 
Estimated surplus as of June 30, 1950, is expected 
to be $1.3 million. 

Recent indications suggest that current revenues 
(1949-50) may not fully meet the cost of state gov- 
ernment this year. This situation results from a de- 
crease in the sale and consumption of alcoholic 
liquors in the state and a sharp drop in income tax 
collections for November as compared with Novem- 
ber of the previous year. If a deficit is imminent and 
no action is taken by the General Assembly, said 
the commission, “it will be mandatory for the 
Budget Commission to exercise its powers to reduce 
appropriations uniformly to meet the situation.” 
The Budget Commission stated it is opposed to rais- 
ing taxes this year and has therefore recommended 
reduced appropriations. 


Texas 


In his annual message of January 31, 1950, to 
the special session of the legislature, the governor 
noted that because of cuts in oil production during 
the last year, expected revenues have decreased $48 
million. The state comptroller estimates that there 
will be a deficit of $26 million by August 31, 1951. 

“Thus,” stated the governor, “we face not simply 
the problem of appropriating funds for necessary 
operations and improvement of our state hospitals, 
but also the job of providing these funds.” 

Estimates of new revenue needed to operate the 
state hospitals and for an improved building pro- 
gram approximate $24.5 million. The governor rec- 
ommended a special additional tax upon a broad 
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base, including oil production, cigarettes, liquor, 
and cosmetics, among other items. 
Virginia 

The governor's budget for 1950-52 carried a rec. 
ommended appropriation of $597.5 million for the 
biennium. This sum was an increase of $66.4 mil- 
lion over the $531.1 million appropriated for all 
funds during the 1948-50 biennium. 

More than one-third of the budget will be spent 
for local aid. State aid to local governments in 1950- 
52 will be increased by $72 million, or 56 per cent. 
In the current biennium the state will spend $128 
million for this purpose, but expects to raise the 
figure to $200.2 million in the next biennium. In 
addition, revenues distributed to localities are esti- 
mated at $23.1 million for 1950-52. This makes a 
total of $223.3 million for local assistance. 

The major portion of the recommended increase 
in appropriations for 1950-52 derives from a $55.3 
million raise in appropriations for public schools, 
including $45 million in state aid for local school 
construction; $10.9 million in other state aid and 
school supervision; and $3.8 million for public 
school teacher retirement. 

Total estimated revenue for the coming biennium 
is $570.9 million. This is $26.6 million less than the 
recommended appropriations for 1950-52. However, 
total estimated revenue and surplus amount to 
$604.1 million, allowing for a surplus of $6.6 million 
at the end of the biennium. The surplus of all funds 
evidently will be reduced from $33.1 million on 
July 1, 1950 to $6.6 million on July 1, 1952. 

The governor noted that the business curve may 
be flattening out. After many years of rise, there 
are downward fluctuations intermingled with ad- 
vances. Extra effort to collect all taxes will be made. 

The chief executive warned that “if revenues 
fall short of estimates, the governor would be directed 
to reduce the unconditional appropriations to the 
extent necessary to maintain a balanced budget.” 
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Municipal Finance in West Virginia 


By Cart M. FRASURE 


Professor and Head of Department of Political Science, West Virginia University 


municipalities in March, 1949 when the state 

auditor announced that he would not pay to 
cities the next quarterly allotment of liquor profits 
because he doubted the constitutionality of the law 
under which the payment was authorized. This ac- 
tion was felt all the more keenly because the legisla- 
ture, just recently adjourned, had increased the 
amount of money available to the municipalities 
from $600,000 each year to $1 million annually for 
ihe 1949-51 biennium. 

Mandamus proceedings were instituted in April 
by the state at the request of a number of munici- 
palities in an attempt to force the auditor to make 
the regular payment which had been forthcoming 
since 1941. The state Supreme Court, in denying 
the writ filed by the cities, declared that it was not 
“indifferent to the financial problem of the munici- 
palities of the state ... ,” but that the money 
granted to the cities “was nothing more or less than 
the granting . . . of state aid in the guise of credit 

.. and was a plain violation of the constitution 
of this state... .” 

The present financial troubles of West Virginia 
municipalities really began in 1933 with the opera- 
tion of a tax limitation amendment which had been 
approved by the voters the preceding year. This 
amendment classified all property and set such low 
maximum rates that the total revenue received from 
property was reduced by more than 40 per cent. 
Local services were badly disrupted as a conse- 
quence, and the state was compelled to step in to 
alleviate the situation. 

A radical change quickly took place in the state 
tax program because the need for money was just as 
great as before. By legislative action the state as- 
sumed in large part the financing of roads, schools, 
and relief with the last becoming increasingly im- 
portant as time went by. In order to provide the 
necessary funds to meet these problems a tax pro- 
gram based upon greatly increased gross sales (privi- 
lege) taxes, a 2 per cent consumers sales tax, and 
a personal income tax was enacted. A state liquor 
monopoly system was created in 1935 and this soon 
became a principal revenue source. These taxes, 
except for the income tax which was repealed in 
1943 and the auto license and gasoline taxes ear- 
marked for roads, remain today the chief source of 
revenue for the operation of the state government, 
the schools, and relief. 


sMALL bombshell was tossed at West Virginia 
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In matters other than roads, schools, and relief, 
the local units of government soon found them- 
selves hard pressed for funds. Street and sewer re- 
pairs lagged behind while new streets and sewers 
were almost impossible to provide. Health and 
recreational programs were curtailed or dropped 
entirely while personnel were poorly paid for their 
services. In order to solve, at least in part, some of 
the problems of local government, municipalities 
were compelled to look more and more to the state 
government and even to Washington for financial 
assistance. 

As business activity increased following the out- 
break of war in 1939 money began to roll into the 
state treasury in increasing millions of dollars, since 
the state tax system is geared largely to business 
conditions. By various means the municipalities in- 
creased their pressure upon the governor and the 
legislature to share with the cities the tax money 
being collected by the state. 


lem DEMAND on the part of the cities for aid was 
recognized by both major political parties in the 
primary campaign of 1940. To the newly elected 
legislature which convened in January, 1941, the 
governor proposed that liquor profits to the amount 
of $600,000 be made available annually to all cities 
on the basis of population. This state aid was large- 
ly justified by the claim of the cities for additional 
police and fire protection. 

There was some question at the time about the 
constitutionality of this method of financial assist- 
ance to the cities. One section of the constitution 
declares that “The credit of the State shall not be 
granted to, or in aid of any county, city, township, 
corporation or person; nor shall the State ever as- 
sume or become responsible for the debts or liabili- 
ties of any county, city, township, corporation or 
person. . . .” Theré was much sentiment, however, 
to provide some direct aid for the municipalities 
and very little disposition to question the constitu- 
tionality of the method employed. The result was 
that the legislature approved the appropriation of 
$600,000 for division among the state's cities. 

Although this money was of some assistance in 
meeting their problems the cities were soon de- 
manding more help in the form of additional direct 
money grants, shared taxes or at least broader grants 
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of power to aid in solving their own difficulties. In 
1947 the legislature came to their aid by granting 
to the municipalities the right to levy business and 
occupation taxes, commonly known as gross sales 
taxes. Under this law the cities are permitted to 
levy a tax, based on gross proceeds, on all businesses 
and occupations conducted within their borders 
equal to the maximum state rate, exclusive of sur- 
taxes. Also, cities with state liquor stores or agencies 
located within the corporate limits have been per- 
mitted since 1947 to levy a 2 per cent tax on all 
liquor sold by the stores or agencies. 

But further direct money grants to the cities were 
refused by the legislature until the regular session 
beginning in January, 1949. At that time the legis- 
lature increased the amount available to the cities 
from liquor profits from $600,000 annually to $1 
million for each year of the biennium beginning 
July 1, 1949. It was at this point that the state audi- 
tor decided to question the constitutionality of the 
action of the legislature which began in 1941 to 
make direct financial grants to the municipalities. 


_ this action by the auditor, two legisla- 
tive committees, the Joint Committee on Govern- 
ment and Finance and the Commission on Inter- 
state Cooperation, began to study the problem of 
municipal finance in terms of the possible need for 
a special session of the legislature. After the court 
handed down its decision, the governor declared 
that he would decide on a special session after the 
committees had completed their study and reported 
to him. 

The committees made a thorough study of the 
tax sources already available to the cities and the 
extent to which the municipalities were making use 
of these sources. On the basis of this study the com- 
mittees were convinced that the cities generally were 
not using, at least not to the extent possible, the 
powers of taxation granted to them by the laws of 
the state. They therefore recommended against the 
calling of a special session of the legislature and the 
governor, the same day, accepted their recommenda- 
tion with the declaration that he would not call the 
legislature into session to consider municipal finance. 
The committees recommended further, however, 
that the study of the cities’ financial problem should 
be continued with a view to formulating a legisla- 
tive program for presentation at the next regular 
session. 

In considering a permanent solution for the 
financial problems of West Virginia cities, the com- 
mittees must keep in mind that two of the principal 
methods used in many other states are not available 
here. Direct money grants and state taxes shared 
with the municipalities have been ruled out by the 
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recent Supreme Court decision holding invalid the 
liquor profits distribution act. The state can do lit. 
tle more, therefore, than relinquish certain fields of 
taxation and leave them to the cities, or further 
permit the municipalities to invade fields of tax. 
ation which the state is already using or has the 
right to use. 

In the face of a possible decline of revenue in the 
immediate future, there is small chance that the 
state will give up any of its present tax sources, It 
is true that in 1943 the legislature did repeal the 
personal income tax, but it has not yet seen fit to 
permit the municipalities to enter this field. A state 
program of financial assistance to the municipalities, 
therefore, must take the form of increasing the area 
of permissive legislation now enjoyed by the cities 
in order that they may raise additional revenue 
from a variety of sources. 


i THE development of a permanent program for 
supplementing the finances of West Virginia cities, 
it would seem to be feasible to grant to all munici- 
palities a number of taxing powers. This would 
then give to the governing bodies of the cities sev- 
eral choices, some of which might be practical 
for one city, but not for another. In 1947 the Penn- 
sylvania legislature enacted a broad new program of 
taxation for local units of government which pro- 
vides that political subdivisions may impose taxes 
upon “any and all subjects of taxation” not already 
levied upon by the state. This act provides local 
governmental units with a wide range of tax powers 
from which to choose. In view of the fact that the 
state government in West Virginia already has in- 
vaded a number of fields of taxation that might 
otherwise be tapped by the municipalities, it would 
seem that the cities ought to be permitted within 
reasonable restrictions to,cover the same general 
area of taxation now open to the state. 

Any tax program that offers the fullest solution to 
the financial problems of West Virginia cities must 
recognize, as has been pointed out before, that di- 
rect grants and shared taxes are at present out of the 
question. Also there would appear to be little 
chance for an amendment to the constitution that 
would permit these methods of state assistance to 
the municipalities. The committees are left, there- 
fore, with the fact that an immediate program is 
limited to increasing the means whereby the cities 
may be enabled to meet their own financial needs. 
Under these circumstances, the responsibility for 
municipal government remains largely with the 
people, who may be expected to evidence more in- 
terest in the operation of their local government 
when they are more directly meeting its costs. 

There are many ways to assist West Virginia 
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Municipal Finance in West Virginia 


municipalities to help themselves, but they all re- 

uire legislative action. Among the taxes most 
widely used by cities in other states are an income 
or wage tax, liquor taxes which in this state would 
mean an increase in the municipal tax on the sale 
of liquor at state stores or agencies, a municipal 
auto license tax, taxes on gasoline, cigarettes and 
beer, a consumers sales tax which could either be 
general or restricted in items to be covered, and an 
amusement tax. The latter tax is now permitted in 
cities which have special charters covering this form 
of taxation but it should be extended to all munici- 
alities. 

Now that West Virginia is considering the prob- 
lem of municipal finance it would seem that another 
phase of state-local fiscal relations might be given 
some attention. At the present time, there is in the 
state tax commissioner's office the power to approve 
or disapprove municipal budgets. It would seem 
practical to enlarge this relationship between the 
state and the cities by conferring upon the tax com- 
missioner general supervisory powers over the fiscal 
affairs of municipalities. This power of administra- 
tive supervision would not amount to regulation or 
dictation imposed from above. Rather it would 
mean the constant study of the problem of state- 
local relations with a view to making recommenda- 
tions for a more effective administration of local 
matters that would be helpful to the municipalities 
and at the same time to the state government when 
further legislation relating to cities is necessary. It 
must be recognized that many problems facing the 
cities of West Virginia are common to cities in most 
states of the Union. A bureau of state-local rela- 
tions could make available to all municipalities 
information that would be helpful in the solution 
of these problems. 

In any program to aid West Virginia cities in 
solving their financial difficulties the emphasis must 
be upon local responsibility for local financing. 
This is in part the result of constitutional limita- 
tions upon direct state aid to local governmental 
units. In part, it is the result of a growing recogni- 
tion that, as far as prac ticable, municipalities ought 
to be financially independent in the administration 
of their own affairs. 


Forest Fire Protection 


(Continued from Page 96) 


bursed by the receiving state for any loss or damage 
incurred in the operation of any equipment an- 
swering a request for aid and for the cost of all 
“materials, transportation, wages, salaries and main- 
tenance of employees and equipment incurred in 
connection with such request.” However, the com- 
pact provides that the aiding state may assume loss, 
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damage, or expense, and may donate services. It was 
thought that in the case of limited aid donation 
would be the probable practice, but that in the case 
of major losses and services it was only fair that the 
requesting state should be liable for the costs. On 
the other hand, the compact provides that each 
member state shall provide for the payment of com- 
pensation and death benefits in case employees sus- 
tain injuries or are killed while rendering outside 
aid pursuant to the compact in the same manner 
and on the same terms as if the injury or death were 
sustained within the state. To avoid questions of 
liability which might arise with respect to volunteer 
forces, the compact provides that “the term em- 
ployee shall include any volunteer or auxiliary 
legally included within the forest fire fighting forces 
of the aiding state under the laws thereof.” 

Although it is not expected that the costs of 
maintaining the commission will be great, provision 
was made by the compact for standards in the allo- 
cation of any appropriations that may be necessary 
when and if the commission’s services are expanded. 
It directs the commission, or a section of that body 
created to administer additional services for a group 
of states, to allocate the cost among the states af- 
fected “with consideration of the amounts of for- 
ested lands in those states that will receive protec- 
tion from the service to be rendered and the extent 
of the forest fire problem involved in each state.” 
The commission is instructed to submit its recom- 
mendations, based on those considerations, to the 
legislatures of the affected states. 

The Maine forest fire brought to public attention 
in a spectacular fashion a need that had long ex- 
isted for interstate cooperation in meeting emer- 
gencies. The resultant compact establishes an effec- 
tive pattern of regional cooperation in the preven- 
tion and control of forest fires through its creation 
of a joint interstate agency, the formulation of a 
regional forest fire plan, the provision for aid by 
member states, and the establishment of a definite 
legal pattern with respect to powers, immunities, 
and liabilities. Moreover, the compact clause which 
authorizes expansion of the commission’s services 
and establishment of sections of that body for their 
administration provides a helpful flexibility. Under 
this clause, for instance, neighboring states could 
maintain jointly through the commission such aids 
as fire towers or air patrol of boundary areas. 

As chairman of the commission following its or- 
ganization at Boston in January this year, I feel 
certain of its utility and success. As a forester, I am 
hopeful that the pattern established in the northeast 
can be adapted to meet the need in other regions 
for cooperative state action in the prevention and 
control of forest fires. As a citizen, I am heartened 
by this successful solution of a problem of inter- 
state relations. 
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Planning and Development 


(Continued from Page 94) 

As I brought out in the first of these articles, 
state planning and state economic development are 
taking place and will continue, whether or not 
there is a state law to create a formal planning and 
development agency. Every day it becomes more 
obvious that the complexities of modern civiliza- 
tion and, therefore, the complexities of modern 
government, are increasing. Probably, at one time, 
we said that the job of watching all these problems, 
tying them together, and acting as umpire for the 
contradictory demands, belonged to the governor. 
That’s what he was elected for. 

But today it is physically impossible for any one 
man to handle such an assignment without the best 
and most reliable help that he can get. In the sum- 
mer of 1949, there was a serious unemployment 
crisis in a number of American industrial cities. 
Without exception, the governor of the affected state 
called on his planning and development agency, 
where he had one, to advise him and to help him 
with the problem. The governor recognized that the 
welfare of his state and its citizens called for help 
from an agency that cut across all lines of govern- 
ment activity, and whose business it was to main- 
tain a continuous check of the economic health 
of the state. 

At the end of the first of these articles, I asked the 
question, “Where do we go from here?” My answer 
is that we will continue to experiment with forms 
of organization for the planning and development 
functions. I do not see any strong trend toward 
uniformity of organization, even toward lodging all 
the functions with a single agency. But our states 
will continue to make a conscious effort to solve 
the planning and development problem and not to 
leave the solution to chance. 


More states will make use of planning and de. 
velopment agencies. As we accumulate more experi. 
ence, the responsibilities of the agencies will become 
clearer, but they will still fall in the three broad 
groups I have outlined—planning, development, 
local assistance. I believe that the direct attack op 
financing problems will increase, and that it js 
likely to be the most significant change in state 
economic development in the near future. 


Disability Benefits 


(Continued from Page 102) 

4. Costs are borne jointly, by employee and em- 
ployer contributions. Thus, the interest of both is 
stimulated and maintained both in administration 
and in proposals for new legislation affecting the 
program. 

5. Plan package benefits are encouraged. Without 
having to add them on as an “extra” beyond pro- 
vision of the full statutory benefits, employers may 
make substitutions to provide benefits “at least as 
favorable.” This is the device by which the volun- 
tary provision of hospital, medical and surgical care 
insurance is given great impetus. 

6. Finally, interference of government in em- 
ployer-employee relations is held to a minimum. A 
state agency—the Workmen’s Compensation Board 
—sets standards, supervises administration, and 
stands by to adjudicate disputed claims. This is a 
welcome change from the programs under which 
government regulates even the most minute details 
and interferes at every step. 

The new Disability Benefits Law of New York 
state is in the American tradition. It proves that 
government is not limited to the choice of doing 
nothing or of doing everything. It’s a law worth 
watching. 
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Washington Report 


Appropriations.—F or over a century Congress each year 
has been passing a number of separate appropriation 
bills. The House Ways and Means Committee now has 
reported a single, consolidated appropriation bill which 
will cover federal spending for the next fiscal year except 
for foreign aid and fixed costs. The bill proposes appro- 
priations of somewhat less than $27.3 billion, which rep- 
resents a reduction of almost $1.4 billion from the 
President’s budget. Expenditures for the coming year 
would be $41.5 billion, a reduction slightly less than 
$1 billion from the President's budget. On the basis of 
these proposed expenditures and latest estimates of 
receipts there would be a deficit of almost $4.2 billion 
in fiscal 1951. 

Civil Defense Preparations.—Intensive review has 
been proceeding in Washington for the past several 
weeks of the status of our preparations for civil defense. 
Both the Senate Armed Services Committee and the 
Congressional Joint Committee on Atomic Energy have 
asked responsible officials in series of closed sessions what 
progress has been made in the various aspects of civil 
defense planning. 

At public hearings held by the joint committee, may- 
ors of a number of the larger cities, representatives of 
the American Legion, and citizens’ groups urged an 
assertion by Congress that some further degree of civil 
defense preparation is necessary. They advocated stronger 
federal leadership, with more information to the states 
and cities on what dangers to prepare for, and more 
assistance in establishing skeleton organizations and 
training programs. Officials of the National Security 
Resources Board and others, in their testimony before 
the committee, outlined the considerable work done in 
the last several years. The director of the Office of Civil- 
ian Mobilization said his agency will be basically respon- 
sible prior to mobilization for the following projects: 

Formalizing a federal plan to be accepted by the 
states and local communities; assisting states and local 
communities in training volunteer workers; establishing 
national schools for training key state and community 
civil defense personnel; evaluating requirements of 
equipment and resources for civil defense and deter- 
mining which of these should be obligations of the fed- 
eral government and which of state and local communi- 
ties; evaluating effects of weapons in order to determine 
sound dispersion and evacuation policies of government 
activities and/or other vital installations; maintaining 
such reserve stores or critical materials as will be required 
in event of disaster, plus control and distribution of 
these to communities requiring them; and maintaining 
close liaison with the public on civil defense planning. 
This liaison would include acquainting the public with 
dangers for which it should prepare without introducing 
hysteria that would affect morale, and effective civilian 
participation in the program. 

The O.C.M. director also told the Committee that for 
the present civil defense legislation beyond that now 
existing is not required. He said additional legislation 


would be requested when appropriate so that the federal 
government could implement its planning, training, and 
operation program. 
@ 

Executive Reorganization.—The President has trans- 
mitted to Congress twenty-one plans for reorganization 
of executive agencies. The plans are designed either to 
put into effect specific recommendations of the Hoover 
Commission or to apply principles set forth in its reports. 

Plans 1 to 6 would transfer to the heads of the Depart- 
ments of Treasury, Justice, Interior, Agriculture, Com- 
merce and Labor the functions and powers now conferred 
by law on subordinate officials. Plans 7 to 13 would fix 
responsibility for day to day administration of seven 
regulatory boards and commissions in their chairmen 
rather than in the members collectively. Under plans 
14 and 19 the Department of Labor would be given two 
new functions—that of the Bureau of Employees’ Com- 
pensation, transferred from the Federal Security Agency, 
and the responsibility for coordinating enforcement of 
wage and hour legislation affecting federal or federally 
financed contracts. Plans 15 to 18, and plan 20 would 
transfer certain functions to and from the General Serv- 
ices Administration in order to round out the organiza- 
tional pattern of this agency, created last year. Plan 21 
would transfer the function of the Maritime Commission 
to the Department of Commerce. 

Another feature of the departmental reorganization 
plans is the proposed establishment of administrative 
assistant secretaries. Thus a top-level assistant would be 
provided for each department head in his heavy man- 
agerial responsibilities. The positions would be within 
the classified civil service, for the purposes of achieving 
continuity in office and obtaining persons with maximum 
experience in specialized functions of management. 

* 
Grants-in-Aid for Education.—The House Labor Com- 
mittee, by a vote of 13 to 12, has rejected the Senate- 
approved bill, $.246, to provide $300 million in federal 
aid for operation of schools. The bill was defeated in 
committee primarily in connection with questions of pro- 
viding aid for parochial schools and federal control of 
public schools. The committee agreed to continue con- 
sidering H.R.1551 (Lucas), which would provide $600 
million in federal loans and grants for construction of 
school facilities. 

Highway Aid.—The House Public Works Committee 
has approved a bill (H.R.7941) proposing $570 million 
annually for fiscal years 1952 and 1953 in federal aid for 
highways. The primary and secondary systems would re- 
ceive $500 million, and $7o million would go for im- 
provements on an interstate highway system. Federal 
share on the interstate system would be 75 per cent 
rather than the usual 50. The bill also is aimed at 
decreasing toll road projects by permitting states to 
borrow funds for interstate system improvements through 
bonds and to retire the principal of the bonds from 
future federal-aid payments. 
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